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Abstract
Cellular phone users in Korea can watch TV using their mobile phones. The new 
multimedia service for the mobile users is called Digital Multimedia Broadcasting 
(DMB). DMB is a process of broadcasting multimedia over the Internet or satellite that 
can be tuned in by multimedia receivers or players. There are two competing DMB 
technology standards in South Korea: Terrestrial DMB and Satellite DMB. These 
services are expected to become fierce competitors in the mobile broadcasting market. 
One of the major differences between the two is the service business model:  while S-
DMB is a fee-based service, T-DMB is a free service.  There are two important 
regulatory issues imposed by the government for the purpose of fair competition: (1) S-
DMB is not allowed to re-transmit land-based TV programs and (2) T-DMB is not 
allowed to convert to a fee-based service. In this paper, the authors make an analysis of 
the DMB market using a game theory approach. Three major issues are examined: (1) 
which of the DMB services will have a better market position in the future, (2) what is 
the optimal pricing level for T-DMB service if both regulatory issues are removed and (3) 
what is the amount that the regulatory body will allow T-DMB providers to bill their 
customers if it is needed. 
Keywords: Mobile TV, Digital Multimedia Broadcasting (DMB), Game Theory
1. Introduction
Cellular phone users can enjoy watching TV through their cellular phone anytime and 
anywhere. A new multimedia service, mobile TV, was introduced in some countries and 
will be introduced soon in other countries. Currently, there are four competing 
technology standards in the world: Digital Multimedia Broadcasting (DMB) in Korea,
Integrated Service Digital Broadcasting – Terrestrial ( ISDB-T) in Japan, Digital Video 
Broadcasting (DVB) in Europe, and MediaFLO (Forward Link Only) in U.S. While 
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DMB has already launched in Korea1, DVB-H and MediaFLO are still in 
experimentation.
There are two DMB platforms: Satellite–DMB (S-DMB) and Terrestrial DMB (T-DMB). 
These platforms (S-DMB and T-DMB) compete with each other in the mobile
broadcasting market despite some significant differences. One major difference is the
business model. While S-DMB is a fee-based service, T-DMB is a free service, which 
was forced by the Korean Government Agency, Korea Broadcasting Commission (KBC).
T-DMB is expected to earn its revenue through advertising, while S-DMB earns its 
revenue from its subscribers. Another difference is content: three major Korean TV 
broadcasters, which are T-DMB providers, do not allow S-DMB to re-transmit their TV 
programs. 
 
Both DMBs have protested to regulators that the current circumstance does not allow for 
fair competition. T-DMB providers want to become a (partial) fee-based provider, and S-
DMB providers want to be able to re-transmit TV programs. In this paper, the authors 
build a game model of the two types of DMB providers and demonstrate: 
1) Which of the DMB technology will have a better market position in the future, 
2) What is the optimal pricing level for T-DMB if both regulatory issues are removed,
and 
3) What is the amount that the regulatory body should allow T-DMB providers to bill 
their customers as a partial monthly subscription fee. 
2. DMB Overview
DMB cellular phones, or “cellevision” (a combination of cellular phone and television),
are the world’s first mobile phones that can receive satellite or terrestrial television 
signals (Shim, 2005). DMB technology is defined as a mobile television with audio and 
data services broadcasted to cell phones, otherwise known as “pocket TV” or “TV in 
your hand”.  Cellular phone users can use the DMB service by purchasing a DMB-
capable mobile phone. The size of a DMB phone screen is normally 2.2 inches, but can 
range up to 7 inches. While Japan currently provides S-DMB services designed for in-
automobile devices, Korea is the only country to provide full-blown satellite and 
terrestrial DMB services on cellular phones while in motion (including in-automobile 
terminals). 
S-DMB uses a Ku-band (13.824-13.849 GHz. satellite to signal transmission center and 
12.214-12.239 GHz, satellite to gap-filler) and an S-band (2.605-2.655 GHz, satellite & 
gap-filler to receiver), while T-DMB deploys a cellular-like network employing unused 
VHF channels (174-216 MHz). While S-DMB providers pay the frequency usage fee, T-
DMB providers use the frequency without payment. The coverage area of S-DMB spans 
nationwide, while T-DMB spans regionally2. S-DMB’s higher frequency requires 8,000 
“gap-fillers”3 to cover all of South Korea, which costs an estimated US$340 million. 
1
 S-DMB (May, 1, 2005) and T-DMB (Dec. 1, 2005)
2
 It is expected to extend T-DMB services nationwide by end of June 2007.
3
 “Gaps” are locations (in-building & underground) that are not covered by each technology’s basic 
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Since T-DMB uses a lower frequency, the cost of T-DMB is expected to be one tenth of 
S-DMB (Teng, 2005). S-DMB has an advantage in offering more channels in that it 
provides 11 videos, 25 audios, and 3 data service channels. T-DMB offers 7 videos, 13 
audios, and 8 data service channels. In addition, there is only one S-DMB operator (TU-
Media) versus six T-DMB operators. The competition that we are modeling is between 
the only S-DMB operator and the T-DMB industry association.
The following are characteristics of DMB, which are different from traditional terrestrial 
TV (Korea Radio Promotion Association, 2005):
(1) DMB is a mobile media. There are no limitations on time and location for watching 
TV even in a high speed vehicle (100 miles/hour).
(2) DMB is a personal media. DMB can be integrated into personal devices such as 
cellular phones, PDAs, and notebooks. 
(3) DMB is a multimedia media. Various content such as video, sound, and data can be 
delivered into the unified device. 
(4) DMB encourages T-commerce. With a push of a button on a cellular phone, 
customers can purchase an item over the DMB network.
The following figures show the DMB systems. DMB program producers provide a 
variety of programs and content to the DMB Center, which broadcasts through either 
satellite or towers. The DMB cellular phone users receive content and programs through 
satellite, towers, or through “gap-fillers” to ensure there are no reception problems, even 
in underground subways (Shim, 2005).
[Figure 1] DMB Systems
Source: Agilent T-DMB Receiver Verification Systems 
(http://www.korea.tm.agilent.com)
infrastructure. These gaps must be filled using alternate infrastructure to provide complete coverage.
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3. DMB Industry Structure
DMB service is a good example of the convergence between the mobile communications 
industry and broadcasting industry. It is also related to the cellular phone manufacturing 
industry. 
There are three big mobile service operators in the Korean mobile phone industry: SK 
Telecom is the market leader at 51.2% followed by KTF (32.5%) and LG Telecom 
(16.3%) [2]. According to the Ministry of Information and Communications4, the Korean 
mobile phone market is almost saturated, with a penetration ratio of 79.4%. Thus, the 
DMB service offered is a new, additional service for customers and is viewed as a 
potential new revenue source for the three mobile operators.
There are also three national television/radio networks in Korea: KBS5, MBC6, and SBS7. 
Even with numerous CATV operators in Korea, these three terrestrial TV networks 
dominate the market. SkyLife, a Korean satellite broadcasting company, started its 
business four years ago, but it has a low market share8. The following table categorizes 
the broadcasting systems.
[Table 1] Categorization of Broadcasting Industry in Korea
Free TV service Paid TV Service
Fixed Broadcasting 
Service
Terrestrial TV (KBS9, 
MBC, SBS)
CATV, Satellite TV 
(SkyLife)
Mobile Broadcasting 
Service
T-DMB (KBS, MBC, 
SBS)
S-DMB (TUMedia)
KBC, a broadcasting market regulator, gave a S-DMB license to TUMedia, which is a 
subsidiary of SK Telecom10, and gave six T-DMB licenses. Among the six licensees, 
KBS, MBC, SBS are three of the recipients. In addition, in the development of T-DMB 
technology, MIC, one of the government departments, is deeply involved. The MIC 
established the “IT839” Strategy to guide Korea’s information technology development. 
DMB is one of the target services in this plan. T-DMB was developed by the Electronics 
and Telecommunications Research Institute (ETRI), a Korean Government Research 
Agency with the cooperation of Samsung and LG, two major global cellular handset 
manufacturers [4]. The Korean Government wants T-DMB to thrive in the domestic 
market and eventually expand the T-DMB service worldwide.  MIC has chosen to 
regulate the price of T-DMB service to increase the subscriptions of its service with 
hopes of raising the profile and making it more attractive for export. The following figure 
shows the relationship among three industries. 
4
 http://www.mic.go.kr
5
 Korea Broadcasting Systems, a main public broadcaster 
6
 Munwha Broadcasting Company
7
 Seoul Broadcasting Systems
8 It only has 1.9 million subscribers in 2006 (http://www.skylife.co.kr/eng/company/sub03_2.html). 
9
 There is a mandatory $2.5 /month subscription fee.
10
 SK Telecom has an ownership of satellite for S-DMB.
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[Figure 2] Industries related with DMB
Since DMB is related to the three industries, the DMB industry value chain is 
complicated. DMB operators who received licenses from the KBC, are called Multiplex 
Operator (MO). MOs operate multiple digital channels in order to deliver content to 
DMB users. CP provides content such as video, data, and music through the digital 
channels operated by MO. In the event that an MO does not have its own broadcasting 
network, network operators (NO) integrate MO, CP, and DMB users. The major 
broadcasting companies in Korea (KBS, MBC, and SBS) have the role of integrating NO, 
MO, and CP. TUMedia is the MO for S-DMB. SK Telecom, which is TUMedia’s main 
stock-holder, has its own satellite and is a DMB enabled cell-phone distributor. Although 
the dual-mode DMB phone is technically available, the number one Korean cellular 
market provider, SK Telecom (the S-DMB provider’s parent company), refuses to put the 
dual-mode DMB phone into the market until S-DMB services can re-transmit TV 
programs. Therefore, the market power of broadcasting companies (T-DMB) and the 
leading cell-phone service company (S-DMB) is big enough to influence the players in 
the value chain. The following graph is of the DMB industry value chain, where two 
regulators (MIC and KBC) take care of either NO, MO, and CP or the other parts of the 
value chain. 
DMB
KTF
SKT
LGT
KBS
SBS
MBC
Sams
-ung LG
Mobile
Comm. Broadcasting
Mobile Phone Maker
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[Figure 3] DMB Industry Value Chain Systems
The following table summarizes players in each section of the above value chain. 
[Table 2] Players in each Component of DMB Value Chain
Technology 
Standard/
Developer
Broadcasting
Device 
Manufacturer
Network
Operator
Content 
Provider
Multiplex
Operator
Cell-Phone
Manufacturer
Cell-Phone
Distributor
S-DMB
System-E SKT
Independent 
Program 
Providers 
TUMedia
SKT, KTF, 
LGT
T-DMB
ETRI
Samsung 
Electronics,
Kiryung 
Electronics,
Kisan Telecom KBS, MBC, SBS
Samsung  
Electronics,
LG Electronics,
Pantech (SKT) KTF, LGT
4. DMB Game Model
4.1 Demand Functions
There are two kinds of demand for DMB customers who want to watch DMB programs: 
(1) demand for a DMB phone and (2) demand for the DMB service. The DMB user has 
to buy a DMB phone to use the DMB service. T-DMB users start watching mobile TV as 
soon as they buy a DMB phone, which is the same case as terrestrial TV. S-DMB users 
must buy a satellite enabled DMB phone, and, at the same time, they need to subscribe to 
the S-DMB service. The following tables summarize the distribution of potential users’ 
willingness-to-pay for T-DMB phone and S-DMB phone (KBC, 2004). 
[Table 3] Willingness-to-pay for T-DMB Phone
WTP $100 $200 $300 $500 $700*
Percent 15.6% 21.2% 35% 24.2% 3.4%
Cumulative % 99.4% 83.8% 62.6% 27.6% 3.4%
* Actual category range is “over $500”
[Table 4] Willingness-to-pay for S-DMB Phone
WTP $100 $200 $300 $500 $700*
Percent 14.4% 14.2% 22.7% 29.9% 17.4%
Cumulative % 98.6% 84.2% 70.0% 47.3% 17.4%
* Actual category is range “over $500”
Network
Operator
Content
Provider
Multiplex
Operator
Cell
  Phone
  MNF
   Broad
-casting
Device
    MNF
DMB
    Tech
    DVL
Cell
 Phone
DST
KBC
MIC
4/28/2007 AMCIS2007
7
Based on the above data, we conducted a linear regression to find a demand curve for T-
DMB phones and S-DMB phones. The regression results are:
• P = 695.34 – 605.75*Q (R2 = 0.99) for T-DMB phone (Equation 1)
• P = 859.50 – 812.19*Q (R2 = 0.98) for S-DMB phone (Equation 2)
Where P is a DMB phone price and Q is a number of DMB phone.
The following table shows potential users’ willingness-to-pay for DMB service (KBC, 
2004). Because T-DMB is supposed to be a free service, there is no willingness-to-pay 
data for the T-DMB service. 
[Table 5] Willingness-to-pay for S-DMB Service
Category $0~$10 $10~$20 $20~$30 $30~$40 $40~$50
Mean Value $5 $15 $25 $35 $45
Percent 3.5% 52.4% 25.8% 4.2% 6.9%
Cumulative % 92.8% 89.3% 36.9% 11.1% 6.9%
Based on the above data, we conducted a linear regression for the demand curve of S-
DMB service. We assume that even if the T-DMB service is free, the number of T-DMB 
users (Qt) can influence the price of the S-DMB service (Ps). The output is:  
• Ps = 42.21 – 36.31*Q (R2 = 0.90) (Equation 3)
where Q = Qt + Qs, Qt: number of T-DMB users, Qs: number of S-DMB users
Even if there is no data for the T-DMB service, we assume that the willingness-to-pay for 
the T-DMB service is similar to that of the S-DMB service. As long as users watch 
mobile TV, content delivery method seems to be indifferent to users11.
4.2 Payoff Functions
Using the above three demand equations, we make a game model for DMB competition.
Although the dual-mode DMB phone is technically available, the number one Korean 
cellular market provider, SK Telecom (the S-DMB provider’s parent company), refuses 
to put the dual-mode DMB phone on the market until S-DMB services can re-transmit
TV programs. Therefore, we assume that DMB users should choose one of DMB phones.
The payoff functions in this model are profit functions which are defined as revenue 
minus cost. Since an annual (one year or two years) contract is normal in the cellular 
industry, we build revenue and cost based on the 12 months. The revenue for T-DMB is 
only advertisement revenue (12months * R(Ad)*Qt). R(Ad) is an advertisement rate per 
subscriber per month. The revenue for S-DMB consists of a one time activation fee (Af) 
and a 12 month subscription fee (Af+12*Ps(Qs, Qt)*Qs). The cost of both DMBs 
consists of two parts: operating cost plus fixed infrastructure costs. According to Teng 
(2005), the (fixed) infrastructure cost of S-DMB is roughly ten times larger than that of 
11
 From the U.S. survey for mobile TV service, willingness-to-pay for both services (terrestrial and satellite) 
is very similar. 
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T-DMB. The current coverage area of the T-DMB service is not national, rather it is 
based in the Seoul metro area. Based on these two factors, we borrowed $430 million and 
$43 million respectively as a fixed infrastructure cost from the In-Stat report about DMB .
The authors assume that the operating costs of both systems are approximately equal, 
which is $1 per subscriber. Since DMB, like broadcast television and radio, can send the 
same content to many users in the same frequency band, the operating cost should result 
in a small number (Teng, 2005). 
The following are profit functions of S-DMB and T-DMB respectively. 
• Profit(S-DMB) = (Annual Subscription Revenue of S-DMB)  - (Annual S-DMB 
Cost)
= (Af + 12*Ps(Qs, Qt))*Qs – {12*Co*Qs + Cf(S-DMB)}
= ($20+ 12* Ps(Qs, Qt))*Qs – {12*$1*Qs + $430 million}
(Equation 4)
• Profit(T-DMB) = (Annual Advertisement Revenue of T-DMB)  - (Annual T-
DMB Cost)
= 12*R(Ad)*Qt – {12*Co*Qt + Cf(T-DMB)}
= 12*$0.25**Qt – {12*$1*Qt + $43 million}
(Equation 5)
Where Ps(Qs, Qt) = 42.21 – 36.31 * (Qs + Qt). 
The following table explains the definition of variables and values of parameters in the 
above equations. We put the parameter values into the profit functions of equations 4 and 
5.
[Table 6] Variables and Parameters in the profit functions
Variables Definition Parameters Value Definition
Qs Number of S-DMB 
subscribers Af $20
One-time Activation 
fee per S-DMB 
subscriber
Qt Number of T-DMB 
subscribers Co $1 Operating Cost
Ps Price of S-DMB Service Cf(S-DMB) $430 million
Fixed Cost for S-
DMB
Pt Price of T-DMB 
service Cf(T-DMB) $43 million
Fixed Cost for S-
DMB
R(Ad) $0.25 ~ $3.0 Advertisement Rate for T-DMB 
For the T-DMB’s advertisement rate, we used a proxy number from other TV 
broadcasting systems. Since it has just started T-DMB service, there is no advertisement 
data available. In 2004, industry-wide advertisement revenue for terrestrial TV 
broadcasting was $2.5 billion, and the number of terrestrial TV receivers in Korea was 
approximately 20 million (KBC, 2005). Based on these two numbers, we can calculate 
advertisement rate per receiver, $10/receiver/month (= $2500 million /20 million / 12 
months). In the satellite TV broadcasting industry, advertisement revenue and the number 
of subscriber for SkyLife are $4.9 million and 1.65 million respectively in 2004.
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Therefore, we can calculate an advertisement rate per subscriber, $0.25/subscriber/month
(=4.9 million /1.65 million/12 months). According to the Ministry of Information and 
Communications12 announcement, the number of current DMB users at the end of March,
2006, is 1 million (50.6 million for T-DMB and 49.9 million for S-DMB). Considering 
the current DMB industry situation, it would be rational to choose $0.25 as an 
advertisement rate instead of $10. In the latter part of this paper, we make a sensitivity 
analysis with a change of advertisement rate from $0.25 up to $3.00.
4.3 Equilibrium Analysis
Since T-DMB service is free, the number of T-DMB users could be induced from the T-
DMB phone demand. If we put the current price of a T-DMB phone into the equation 1, 
i.e., $400 = 695.34 – 605.75*Q, we can get the market share for T-DMB service, which is 
48.76%.  With this number, if we solve equations (4) and (5) at the same time, we can get 
the estimated percent of S-DMB usera, which is 34.66%, and the price of S-DMB service 
is $11.92. Therefore, the estimated number of T-DMB subscribers is 18.53 million (=38 
million cellular user * 0.4875), and thw watimate4d number of S-DMB is 13.17 million 
(=38 million cellular user * 0.3466).The following figure shows the above procedure. 
The shaded area shows a demand curve for S-DMB only.
[Figure 4] Estimated market share of T-DMB (Qt) and S-DMB (Qs) when Pt = $0
T-DMB operators claim that their service has to be changed from free to a partial pay 
service due to the US$50 million investment needed for gap-fillers to cover the major 
subway lines and buildings in the Seoul metro area (Lee & Kwak, 2005). They are 
seeking to bill $5 per month to T-DMB users. If the monthly subscription price for T-
DMB goes from $0 to $5, what would be the equilibrium. We do not have a demand 
12
 One of Korean Government department which is responsible for cellular industry
42.21
Ps
Pt = 0
48.75%
Qt Qs = 34.67%
11.92
83.42% Q
24.51
4/28/2007 AMCIS2007
10
curve for T-DMB service because it is set as $0 before the start of business. If we assume 
the demand for T-DMB is identical to that of S-DMB service, the shared area could be a
demand curve for T-DMB service (Pt = 17.70 – 36.31*Qt) in the following figure. When 
the price of T-DMB service is set to $5, the market share of T-DMB would shrink from 
48.75% to 34.98%, and at the same time, the market share of S-DMB would increase up 
to 41.55% with a price of $14.42.
[Figure 5] Estimated market share of T-DMB (Qt) and S-DMB (Qs) when Pt = $5
The following graphs shows the estimated market shares and profits of T-DMB and S-
DMB when the price of T-DMB is set from $0 to $11, which is the equilibrium price of 
S-DMB service when the price of T-DMB service is $0. In these graphs, when the price 
of T-DMB (Pt) is set between $3 and $4, the market shares of T-DMB and S-DMB are 
very similar and profits of both DMBs are equal at Pt = $4. While the T-DMB service 
remains free, the T-DMB’s market share is larger than S-DMB’s (48.75% > 34.67%), and 
the T-DMB’s profit is higher than S-DMB’s ($2.44 million > $1.60 million). 
42.2
Ps
Pt = 0
Qt =48.75%
14.4
76.53%
24.5
17.7
Pt = 17.70 – 36.31*Qt
If Pt =0, Qt = 48.75%
If Pt = 5, Qt = 34.98%
Pt=5
Qt=34.98%
Q
Qs=41.55%
34.98%
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[Figure 6] Market Shares and profits of T-DMB and S-DMB with free T-DMB service
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4.4 Sensitivity Analysis
As we mentioned earlier, we changed a value of the advertisement rate for T-DMB from 
$0.25 to $3.00 with an increase of $0.25 at each time. The usage price of T-DMB is still 
assumed to be free. The following graphs show the change of market share and 
equilibrium profits of both DMBs. 
As the advertisement rate for T-DMB service increases, T-DMB market share and profit 
increases and those of S-DMB decrease.
[Figure 7] Changes of Market Share and Profits with Ad. Rate Change
Change of Market Share w ith Ad. Rate
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What is the appropriate price level for T-DMB service if it is allowed to bill a partial 
service fee to T-DMB users? There is no good rule for both DMB operators and users. 
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Since a goal for regulators is to keep boosting up growth and innovation, they are trying 
to encourage competition in the market. Therefore, the DMB regulators want both DMBs
to survive in the market, and to allow users greater benefits through competition. From 
this point of view, when the price of T-DMB service is between $4 and $5 in the 
following graph, the equilibrium profits of both DMBs are similar even though we 
change the advertisement rate for T-DMB from $0.25 to $3.00.   
[Figure 8] Profits of T-DMB and S-DMB with a different Pt and R(Ad)
Profit with a given Pr(T-DMB) and different R(Ad)
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4.5 Removal of Two Regulatory Issues
As mentioned previously, there are two important regulatory issues: (1) S-DMB’s re-
transmission of TV programs and (2) T-DMB’s conversion from free to fee-based service. 
If these two regulations were to be removed, what would happen within the DMB market? 
What would be the optimal price for DMB’s monthly subscription? Which of the DMBs 
would be better positioned in this future market? If S-DMB were to re-transmit TV 
programs, both DMBs would provide the same service, which would mean these two 
services are close substitutes. Therefore, the authors assume that both DMB services 
provide the same content, and both DMBs receive the same amount of subscription price 
from their own subscribers. Equation 6 is a modification of equation 5.
• Profit(S-DMB) = ($20+ 12* Ps(Qs, Qt))*Qs – {12*$1*Qs + $430 million}
(Equation 4)
• Profit(T-DMB) = {12*$0.25*Qt + 12*P(Qs, Qt)*Qt} – {12*$1*Qt + $43 million}
(Equation 6)
Where Ps(Qs, Qt) = 42.21 – 36.31 * (Qs + Qt). 
The following table shows the equilibrium output of the above equations. In the 
unregulated market, S-DMB has a little better market position in terms of market share 
and profit.
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[Table 7] Equilibrium Output of Unregulated Market
Market Share Number of 
Subscribers
Service Price Profit
S-DMB 40.66% 15.45 M* $14.10 $2,307.74 M*
T-DMB 36.76% 13.97 M* $14.10 $2,194.99 M*
* M: million
5. Social Welfare Analysis
One common measure of welfare from a market is the sum of consumer surplus (CS) and 
producer surplus (PS). This measure of welfare is the value that consumers and producers 
would be willing to pay and to produce the equilibrium quantity of output at the 
equilibrium price. CS is defined as the amount above price paid that a consumer would be 
willing to spend to consume the units purchased (Carlton and Perloff, 1999). PS is 
defined as revenues minus variable costs, or equivalently, profits plus the fixed costs 
(Varian, 1999). In this section, we calculate the social welfare (SC) of the previous two 
cases: (1) free T-DMB service and (2) no regulation for T-DMB service price. The 
following two tables summarize the two cases.
[Table 8] Equilibrium Output with T-DMB service price regulation
Market Share Market Price Number of 
Subscribers
Profits Fixed Cost
T-DMB 48.75% $0 18.53 M $2,440 M $43 M
S-DMB 36.67% $11.92 13.17 M $1,600 M $430 M
[Table 9] Equilibrium Output without T-DMB service price regulation
Market Share Market Price Number of 
Subscribers
Profits Fixed Cost
T-DMB 36.76% $14.10 13.97 M $2,195 M $43 M
S-DMB 40.66% $14.10 15.45 M $2,308 M $430 M
The following figure shows the CSs of both cases. In case 1, CS for T-DMB is the sum of 
CS1(T) and CS2(T) because users do not pay anything. CS for S-DMB is CS3(S) because 
S-DMB users have to pay $11.92. In case 2, both T-DMB and S-DMB users pay $14.10,
and CS for both DMB is displayed by CS(T+S) in the second graph.
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[Figure 9] Consumer Surplus for both DMB
The following table shows the output of CS, PS, and SW. For the CS, free T-DMB is 
much higher than the no-regulation case, but for the SW, the result is opposite. Therefore, 
regulation on the price of T-DMB service is good for users, but it would be more 
desirable socially without regulation. 
[Table 10] Social Welfare of Both DMBs
CS PS SW
Case 1 (Free T-DMB) 618.16 M 4,513 M 5,131.16 M
Case 2 (No-Regulation) 413.50 M 4,976 M 5,389.50 M
6. Conclusion
The Korean DMB market has two platforms, S-DMB and T-DMB, which are currently 
competing for market share as the market shows signs of convergence of broadcasting 
and wireless communications. There are also obstacles to overcome for fair and free 
competition in the broadcasting market, including a case where some T-DMB’s providers 
are also content providers. T-DMB has a vertical structure of broadcasting and 
communication, but S-DMB does not. Assuming allowance of both DMB operators’ 
arguments, the authors demonstrate reasonable subscription pricing for T-DMB to be 
$4~$5 per month, and the T-DMB will be in a better market position in terms of profit in 
the near future if T-DMB remains free. However, increasing price of the T-DMB service 
results in lower profits for the T-DMB provider. This means that regulating a price of one 
technology against another is not always a good way to promote or boost the technology,
and it is also not good for the society itself. Since the DMB market in South Korea is in 
its early stage, there is a limitation for analysis. However, the analysis in this paper can 
give a good regulatory guideline for countries which have a plan to deploy a mobile TV 
service like DMB.
CS2(T)
42.21
Ps
Pt = 0
Qt=18.53M Qs = 13.17M
11.92
31.70 M Q
24.51
CS1(T)
CS3(S)
42.21
P
14.10
29.42M Q
CS(T+S)
Case 1: Free T-DMB Service Case 2: No Regulation
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New services like DMB require a significant investment, flexibility in technology choice, 
and innovative management skills.  Since DMB represents a convergence in technologies 
and markets, it also creates regulatory challenges. This is significant, given the expected 
rollout of T-DMB services in France, UK, Netherlands, Mexico, and China for the 2008
Summer Olympics. Additionally, S-DMB is expected to expand its service area to 
Southeast Asian countries. The authors also believe that the findings from this research 
will be valuable for policy makers of mobile TV services in other countries.
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